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FINANCIAL HIGHLIGHTS 


YEARS ENDED DECEMBER 31 
Sales 
Increase over preceding year 
Net Income 
Net Earnings (after Preference Share Dividends) 
Per Common and Ordinary Share 
Dividends Per Share 
Preference—Series A 
—Convertible 
Common 
Ordinary 
Cash Flow from Operations 
Per Common and Ordinary Share 
Ratio of Current Assets to Current Liabilities 
Capital Expenditures 
Plant, Property and Equipment 
Timber Holdings and Logging Development 
Long Term Debt 
Shareholders’ Equity Per Common and Ordinary Share 


These highlights should be read in conjunction with the financial 
statements and notes that follow. 
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1973 

$265,374,000 
41.1% 

$ 13,146,000 

$ 12,527,000 
$2.58 


$1.05 
$1.50 
$ .50 
$ .50 
$ 28,077,000 
$5.77 


2.56 


$ 12,342,000 
$ 4,274,000 
$ 46,290,000 


$15.35 


1972 
$188,026,000 
24.2% 

$ 7,471,000 
$ 6,852,000 


$1.41 


$1.05 
$1.50 
$ .50 
$ .50 
$ 18,621,000 
$3.83 


2.35 


$ 4,729,000 
$ 2,543,000 
$ 40,761,000 

$13.28 


FINANCIAL SUMMARY 


SALES AND EARNINGS ($000) 
Sales 
Cost of Sales 
Selling, Shipping and Administrative Expenses 
Interest Expense—Current 
—Long Term 
Income Taxes (recovery) 
Net Income (loss) 
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SHAREHOLDERS’ FINANCIAL DATA 


1973 


265,374 
214,346 
21,562 
489 
3,939 
11,892 
13,146 


Dividends paid on Preference Shares ($000) 619 
Dividends paid on Common Shares ($000) 640 
Dividends paid on Ordinary Shares ($000) 1,790 
Net Income Retained in (Flowing from) the 

Business ($000) 10,097 
Net Income (loss) per Common and Ordinary 

Shares ($)* 2.58 
Common Shares Outstanding 1,282,991 
Dividends per Common Share ($)* 50 
Number of Common Shareholders Pa fey 
Ordinary Shares Outstanding 3,580,291 
Dividends per Ordinary Share* .50 
Number of Ordinary Shareho'ders? 1 
Preference Shares Outstanding 495,000 
Number of Preference Shareholders 10 
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BALANCE SHEET ITEMS ($000) 


YEARS ENDED DECEMBER 31 


619 
640 
eoO 


4,422 


1.44 

1,280,000 
50 

2,916 
3,580,291 
.50 

1 

495,000 

10 


1971 
151,395 
127,412 

17,428 
524 
820 

2,608 

2,603 


619 
460 
8,279 


(6,754) 


56 
1,280,000 
.50 

P{8)] 
3,580,291 
3.18 

{ 

495,000 
10 


(1,799) 


(.46) 
800,000 
50 
2,136 
2,237,682 
; 
495,000 
4 


} 1969 
137,078 | 
107,900 

13,619 | 
653 
872 | 

7,719 | 
6,315 


289 
400. 
5,626] 


{ 


1.98 
800,000 
50) 
2,170] 
2,237,682 
; 
275,000 | 
4 


52,299, 


Current Assets 75,973 55,010 64,274 44,448 
Current Liabilities (29,723) (23,457) (17,341) (19,147) (24,635) 
Working Capital 46,250 BilpooS 46,933 25,301 27,664, 
Investments and Deferred Costs 2,189 2,351 2,146 1,797 3,019 
Investments in Cariboo Pulp & Paper Company® 43,986 44,143 20,914 706 = 
Timber Holdings and Logging Development, Net 17,373 17,412 17,451 17,430 14,243 
Plant, Property and Equipment 82,535 71,550 70,058 66,486 58,525 | 
Accumulated Depreciation (42,178) (39,413) (38,182) (36,044) (29,803) 
Long-Term Debt (46,290) (40,761) (41,907) (13,124) (13,497) 
Income Taxes Provided But Not Currently Payable (20,400) (13,500) (8,500) (6,700) (5,800) 
Minority Interest — _ — —- _— 
Preference Share Capital (8,800) (8,800) (8,800) (8,800) (5,500) 
Common Share Capital (13,833) (13,800) (13,800) (8,752) (8,752) 
Ordinary Share Capital (32,205) (32,205) (32,205) (17,437) (17,437) 
Contributed Surplus (4,644) (4,644) (4,644) (4,644) (4,644) 
Retained Earnings 23,983 13,886 9,464 16,219 18,018 
OTHER STATISTICS | 
Cash Flow from Operations ($000)7 28,077 18,621 10,156 Galo2 12,5074 
Cash Flow per Common and Ordinary Shares ($)* ail 3.83 2.87 2.02 4.12. 
Ratio of Current Assets to Current Liabilities 2.56 Pls) 3.71 2.32 2a2 
Plant & Logging Facilities f 
Net Book Value ($000) 44,810 35,398 33,732 31,160 28,415 
Undepreciated Capital Cost ($000) 50,292 58,346 20,048 18,092 16,950; 
Interest on Long Term Debt—Times Earned° 7.4 15.4 7.36 —_ 17.1 
Interest on Total Debt—Times Earned? 6.7 Thee 4.88 —- 10.2) 
Number of Employees 4,392 4,591 4,382 3,880 4,190. 
PRODUCTION STATISTICS 5 
Softwood Plywood (M sq. ft. %”) 561,637 532,988 551,653 430,746 464,257 
Hardwood Plywood (M sq. ft.) 23,334 16,102 19,078 S2ioe 41,757 
Softwood Lumber (MFBM) 334,023 339,850 372,804 321,344 274,936 | 
Hardwood Lumber (MFBM) 27,409 24,983 23,164 25,014 23,226 | 


tOrdinary Shares are entirely held by Champion International Corporation. 


7Cash Flow is Net Income plus Depreciation, Depletion, Amortization and Change in Income Taxes Provided But Not Currently Payable. 


“Statistics per share are based on the average number of Common and Ordinary Shares outstanding in each year. 


t 


j 
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°$3,362,000 Interest on Long-Term Debt was deferred in 1971 ($645,000) and in 1972 $(2,717,000) as part of the Investment in Cariboo Pulp & Paper Company. 
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1968 1967 1966 1965 


130,470 113,993 103,634 98,973 
101,290 93,349 86,763 82,471 
12,885 13,229 10,964 10,269 
291 947 1,141 606 
927 983 1,045 1,141 
8,400 2,900 Poo 2,600 
6,677 2,585 1,806 1,886 
289 289 230 == 
400 400 400 400 
5,988 1,896 leno 1,486 
2.10 TAS) 52 .62 
800,000 800,000 800,000 800,000 
.50 £0) .50 .50 
2,685 3,863 4,007 3,988 
2,237,682 2,237,682 2,237,682 2,237,682 
1 1 1 1 
275,000 275,000 275,000 — 
2 2 2 = 
eet 
41,759 40,541 47,718 43,413 
(17,828) (19,946) (30,505) (27,540) 
23,931 20,595 Wee) 15,873 
3,226 Seo 3,786 2,484 
14,572 15,427 17,501 19,608 
54,739 52,821 54,551 53,419 
(28,236) (26,906) (25,380) (23,304) 
(13,807) (16,411) (20,356) (23,025) 
(5,700) (6,160) (6,475) (5,537) 
= mae = (5,353) 
(5,500) (5,500) (5,500) — 
(8,752) (8,752) (8,752) (8,752) 
(17,437) (17,437) (17,437) (17,437) 
(4,644) (4,644) (4,644) (4,644) 
42,392 6,404 4,507 3,332 


Oe 8,296 9,387 9,175 
3.84 2.73 3.09 3.02 
2.34 2.03 1.56 1.58 

25,609 24,062 27,053 27,358 

14,100 12,655 Ameo Not 

Available 
Wes! 6.6 4.6 5.2 
13.4 3.8 Dall Shi 


4,175 4,260 4,223 4,596 


457,970 442,297 421,547 401,618 
42,283 38,373 36,257 25,452 
325,839 307,956 247,696 254,769 
23,007 22,765 26,430 18,090 
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REPORT TO SHAREHOLDERS: 


In many ways, 1973 was the most outstanding year in the 
company’s history. Sales and earnings reached all-time 
levels, the new pulp mill at Quesnel had a very successful 
first full year of operation, our sawmills and plywood plants 
produced at full capacity, and our sales organization was 
able to meet increased demands from both the domestic and 
overseas markets. 


Consolidated net income rose to $13,146,000, equal to 
$2.58 per common and ordinary share. This is an increase of 
76 per cent over 1972 net income of $7,471,000, or $1.41 a 
share. 

Consolidated net sales reached a new high of $265,374,000, 
or 41 per cent above the previous record in 1972 of 
$188,026,000. 

The amount of profit resulting from each dollar of sales 
represents only 5 cents, which is considerably below the 
national average for all Canadian manufacturers. This is a 
modest return on the sales dollar, and confirms clearly that 
the company did not make excessive profits by overcharging 
the customer. It is also of interest to note that the net profit 
of $13,146,000 represents a return on total capital employed 
of 10 per cent after tax. This is well below the return gen- 
erally considered fair and reasonable for investments in 
cyclical resource industries. 


FINANCIAL HIGHLIGHTS 

The company ended the year with working capital of 
$46,250,000 compared with $31,553,000 a year earlier. 
Shareholders’ equity per common and ordinary share was 
$15.35, up $2.07 from the previous year. 

Capital expenditures during the year totalled $16,616,000, 
including $12,342,000 on plant, property and equipment and 
$4,274,000 on roads and other developments within our 
logging operations. The largest portion of funds required to 
finance this program came from internal sources. In addition, 
special external financing arrangements were made with one 
of our bankers for a 5-year term loan of $7,500,000. The pro- 
ceeds from this loan have been used to finance the con- 
struction of our new Flakeboard plant at Longlac, Ont. 

Provision for income taxes for 1973 amounted to $11,- 
892,000, calculated on the basis of current tax rates under 
existing tax laws. In addition to income taxes, sales taxes, 
property taxes and other miscellaneous taxes, the company 
pays stumpage fees to the B.C. government for each tree 
harvested. In 1973 these stumpage fees totalled $16,600,000, 
compared with $6,900,000 the previous year, an increase of 
141 per cent while the volume of logs harvested by the 
company increased by only 27 per cent. Stumpage is our 
second highest cost, after labor, and in 1973 represented 
about 46 per cent of the cost of logs in the Interior. Clearly 
our industry is paying a very heavy impost to government for 
the right to cut timber. The company accepts these heavy 
stumpage charges as a necessary financial payment to the 
people of this province, who own the timber. But we reject 
any statement that our company or our industry has not been 
paying our fair share and that the current stumpage system 
is or has been a “giveaway” program. 

During the year the company paid regular quarterly divi- 
dends on all classes of shares. It should be noted that, wlth 
respect to the ordinary shares, the deferred dividends were 
paid in full on November 23, 1971. After that date equal 
dividend payments have been made on both common and 
ordinary shares, and there have been no dividends accrued 
and not paid on any class of common or preferred shares. 


MARKETING HIGHLIGHTS 


The demand for lumber and plywood and other building 
materials was particularly strong during 1973. Canadian 
housing starts reached a record level of approximately 
268,500, up from 250,000 the previous year. This, along with 
increased activity in the industrial and home improvement 
markets, contributed to strong demands for our products in 
Canada throughout the year. 

The sharp decline in housing starts in the United States, 
which became pronounced in mid-1973, resulted in a sig- 
nificant drop in both price and demand for construction 
grades of lumber for this market. This affected mainly our 
B.C. Interior operations, which are dependent to a large 
degree on shipments by rail to the U.S. market. For the full 
year 1973, American housing starts declined to about 
2,000,000 from the previous year’s record of 2,360,000. Starts 
in the second half of 1973 were 23 per cent below the 
corresponding period in 1972. 

Export demand for both lumber and plywood remained 
strong throughout the year. The increased volume of lumber 
sales to the United Kingdom, Continental Europe, Australia 
and Japan helped to reduce our dependency on the U.S. 
market, where the demand for lumber declined con- 


siderably in the second half. Overseas plywood shipments, 
especially to the United Kingdom and Continental Europe, 
rose significantly during the year. By the end of 1973, the 
company had already booked a substantial number of ply- 
wood orders from overseas markets for the first half of 1974. 


The company operates 26 sales branches across Canada 
handling a full range of building materials as a wholesaler. 
This organization, called Weldwood of Canada Sales Limited, 
had an outstanding year in 1973, and contributed substanti- 
ally to our earnings. The branches set a new sales record 
of $135,000,000. This was an increase of 22 per cent over the 
previous high in 1972 of $110,000,000. 


The major expansion project undertaken by Weldwood of 
Canada Sales during the year was the construction of a large, 
$1.2 million distribution centre in the Greater Toronto area, 
which will open early in 1974. It incorporates the latest 
materials handling facilities, and will replace the existing 
Toronto warehouse which is no longer large enough to 
service this rapidly growing market area. 

Design Products of Weldwood, a specialty sales branch 
in Vancouver, successfully completed its first year of 
operation. Design Products is a wholesale distributor of 
specialty products including Trend carpets, a quality line of 
nylon carpets, metal bifold doors and other specialty items. 


The company achieved considerable success through an 
aggressive expansion of its wholesale lumber operation. This 
operation centre, functioning as a new department in our 
West Coast Lumber division in Vancouver, performs a 
wholesale marketing function for lumber and shingle products 
bought from independent producers for shipment to cus- 
tomers in Canada and the United States. 


All the company’s overseas shipments of plywood and 
softwood lumber continued to be marketed effectively 
through Seaboard Lumber Sales Co. Ltd., a cooperative 
selling agency, of which Weldwood is a major member. 
Weldwood, in cooperation with Seaboard, held four highly 
successful product shows last October in England, Holland 
and Germany. The products displayed to key importers in 
the European Common Market included the full range of our 
decorative plywoods, siding and other specialty products. 


PRODUCTION ACHIEVEMENTS 


Lumber and plywood production reached its highest levels 
in 1973, and many of our manufacturing facilities set new 
performance records. Our Ontario mills achieved particularly 
good results, due largely to increased demand for hardwood 
lumber and veneer products. 

During the year plant improvement programs continued to 
be carried out at all locations. The addition of a quad saw 
and supporting facilities was completed in April at our 
Empire Lumber mill in Squamish, B.C. This installation, cost- 
ing $1,350,000, greatly increases the mill’s efficiency in the 
conversion of small-diameter hemlock logs, and raises its 
annual productive capacity from 120 million board feet to 
150 million board feet. 

Construction of the $8,000,000 flakeboard plant at Longlac, 
Ontario, is expected to be completed in March 1974. This 
product is expected to meet a strong demand for use as an 
exterior sheathing substitute for plywood. The plant is near 
major markets in Ontario and Quebec, and most of its pro- 
duction will be sold through our own distribution centres. 

The plant has an initial productive capacity of 84,000,000 
square feet (%” basis). We have arranged for a long-term 
supply of aspen logs for the plant, and have supply com- 
mitments that will support doubling the plant in future. The 
aspen logs were formerly left in the woods due to lack 
of an economic use, so this project provides an important 
new value for the forest resources of the area. 

Babine Forest Products Ltd., a newly formed company 
owned by Weldwood, Canadian Cellulose Co. Ltd. and Euro- 
can Pulp & Paper Co. Ltd., submitted a competitive bid in 
November to the B.C. Forest Service for two timber sales 
harvesting licences for an allowable annual cut of 144,000 
cunits. If our bid is successful, we propose to build a large 
sawmill with an annual capacity of 110 million board feet of 
timber and 100,000 units of pulp chips near the town of 
Burns Lake, B.C. Preliminary planning has been completed, 
and we are in a position to go ahead as soon as the award 
is announced. The project is estimated to cost about $12,000,- 
000. Your company will own 48 per cent of this development, 
and will be responsible for management and sales under 
contracts with our partners. 

The company completed the installation of anti-pollution 
equipment in December at our Flavelle Cedar mill that re- 
duces particulate emission from the power boiler stack to 
less than the permissible A level standards set by the 
Greater Vancouver Regional District. Since 1963, the mill 
has carried out a steady improvement program costing more 
than $1,500,000. It included the installation of a large power 
boiler which operates entirely on woodwaste and generates 


enough steam and electric power to make the mill com- 
pletely self-sufficient in its energy requirements. 

We have recently carried out studies to find ways to 
offset the impact on our manufacturing and logging opera- 
tions of mounting costs and shortages of natural gas, fuel 
oil and other essential products that are petroleum deriva- 
tives. Progress is being made in several areas. As one ex- 
ample, we recently participated with other member companies 
of the Council of Forest Industries of B.C. in the planning of 
arrangements to supply a source of bunker oil for cargo 
ships transporting Canadian wood products from Vancouver 
and other West Coast ports. Also, we recently decided to 
install a waste wood burning boiler at Huntsville to replace 
a proposal to burn gas. The need to study ways to reduce 
our energy costs is now established as a continuing program 
for Weldwood. 

Lumber and plywood shipments in the third quarter were 
sharply curtailed by rotating rail strikes, followed by a brief 
but complete disruption of service on. the transcontinental 
railways, the CNR and the CPR. Throughout the year the 
chronic shortage of boxcars in the Central Interior Region 
of B.C. forced the company to undertake costly truck ship- 
ments to sidings on the national rail lines. Frequent repre- 
sentations have been made to the national railways and to 
the B.C. Railway to try to induce these organizations to meet 
their responsibilities of providing the necessary supply of 
railway cars. 


PRODUCTION 


All plywood 1972 1973 
(sq. ft. ¥%” basis) 562,534,000 604,416,000 
All lumber 
(ft. bd. measure) 364,833,000 361,432,000* 
*In addition, a substantial volume of logs was custom-cut on 
a contract basis, making the total volume sawn higher than 
in 1972. 


FORESTRY AND LOGGING 


Production of our Coast Logging division was 41 per cent 
above 1972 due to a mild winter in the first quarter of the 
year and a very strong demand for logs of all grades and 
species. 

The rugged terrain on the B.C. mainland coast makes it 
extremely difficult and costly to comply with the new utiliza- 
tion standards and environment protection guidelines estab- 
lished by the B.C. Forest Service. These standards are now 
under review, and it is hoped that more realistic guidelines 
will result. 

We continued to develop our coast logging facilities and 
further improve accommodation and recreational facilities at 
our more remote locations in an effort to attract and retain 
both skilled and unskilled employees. Modern campsites 
were completed at Thompson Sound and Salmon Inlet while 
a third was started at Orford Bay. Unless the company can 
increase the number and improve the standard of training 
of personnel employed in woods operations, inadequate 
work forces will continue to contribute to escalating logging 
costs in 1974. 

The company carries out its logging operations in the B.C. 
Interior through independent contractors. Overall production 


A level of production maintained at close to planned capacity and a strong world pulp market enabled the 750 ton-a-day bleached kraft 
pulp mill that we own and operate in equal partnership with Daishowa-Marubeni International Ltd. to contribute to the company’s 
earnings in its first full year of operation, after all costs including interest. 


increased by 24 per cent in 1973. The Forest Service has 
instituted a new formula for charging stumpage in the In- 
terior. While it is too early to assess the precise dollar impact, 
it is clear that the new formula will increase our stumpage 
costs, particularly in periods of high prices. 


Logging operations in Ontario were carried out according 
to plan for the year, providing an adequate supply for the 
increased production of our wood converting facilities at 
Huntsville, Longlac and Searchmont. The new flakeboard 
plant, together with the plywood plant at Longlac, is part of 
a complex that will result in the use of the timber resources 
in the Longlac area to a greater degree of utilization and 
upgrading of timber values than has generally been de- 
veloped in Eastern Canada. 

The company planted more than 1,400,000 seedlings in 
1973 in the three Tree Farm Licences under its management 
and in the Timber Sales Harvesting areas in which it is 
operating. This was an increase of more than 40 per cent 
over the previous year. These timberlands are managed by 
professional foresters, trained in timber resource manage- 
ment and environmental matters. They work in cooperation 
with government foresters to achieve the maximum annual 
yield of timber on a sustained basis and to preserve the 
quality of the environment. Protection against fire is the 
responsibility of the company, and 1973 was a year of 
favorable progress in this important area. 


LOG PRODUCTION 


B.C. Coast 1972 1973 
(feet board measure) 213,000,000 275,000,000 
B.C. Interior 
(feet board measure) 


CARIBOO PULP & PAPER 


The 750 ton-per-day pulp mill at Quesnel, B.C., which we 
own and operate in equal partnership with Daishowa-Maru- 
beni International Ltd., successfully completed its first full 
year of operation. It showed a profit, after all costs including 
interest, which must be a record of achievement for any pulp 
mill started up during the past 15 years! 

The year’s production was maintained close to planned 
capacity, despite delays in deliveries of chemicals and other 
supplies caused partly by rail strikes. 


Weldwood has set up a marketing organization to sell its 
50 per cent share of Cariboo Pulp & Paper Company’s pro- 
duction, and ‘‘Cariboo Brand” pulp has had an excellent 
reception from major buyers in Europe, the United States 
and Canada. The mill is now recognized among world buyers 
as a source of prime quality bleached kraft pulp, and its 
entire output is expected to continue to be marketed at good 
profit levels throughout 1974. 

The mill is the first in the Central Interior Region of 
B.C. to operate entirely on residual woodchips. These are 
obtained on a first refusal basis from sawmill, plywood dnd 
veneer operators who carry out logging operations in Pulp- 
wood Harvesting Area No. 5, in which Cariboo Pulp was 
granted cutting rights before the mill was built. The company 
maintains close relations with these operators, and is carry- 
ing out a continuing program to maximize the recovery of 
wood residuals from their operations. 


200,000,000 248,000,000 
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The company’s largest distribution centre, now nearing completion in the Greater Toronto area, consists of a 72,000 square foot ware- 
house with adjoining office and showroom. This new centre, incorporating the latest material handling facilities, will replace the 
existing warehouse, which is now too small to service the expanding Toronto market. 


Cariboo Pulp & Paper Company spent more than $8,000,000 
on air and water control systems, all of which are operating 
according to design. The air effluent standards attained have 
resulted in very low emissions of odor and particulates. This 
together with the closure of the many small sawmill waste 
burners on the outskirts of Quesnel, has resulted in a marked 
overall improvement in environmental quality in the Quesnel 
area. 


LONG-RANGE PLANNING 


In 1973, Weldwood completed the formulation of a 10-year 
plan defining the company’s objectives and the strategies to 
realize them. The plan, in broad terms, is designed to provide 
for growth in sales, in profitability and in earnings per share, 
and for further diversification of the company’s business 
activities. 


One example of this diversification is the successful 
launching of a carpet distribution and warehouse operation 
in Vancouver. We are the exclusive distributors in Western 
Canada of the Trend line of quality nylon carpets. 


EMPLOYEE RELATIONS 


As of December 31, 1973, the company had 4,392 em- 
ployees, most of them in manufacturing plants in B.C. Total 
wages, salaries and benefits amounted to $57,347,000. This 
compares with 4,591 at the end of 1972, with wages, salaries 
and benefits of $47,342,000. 


Mid-contract wage demands resulted in substantial rate 
increases in our logging, sawmill and plywood operations. 
Unfortunately, there were still minor slowdowns and walk- 
outs during the last quarter, mainly in support of tradesmen 
seeking further increases. 


During the year contract settlements were concluded with- 
out work stoppages at our Quesnel, Canim Lake and Search- 
mont manufacturing plants. 


Progress continued to be made in accident prevention. 
The overall decline in the frequency rate did not match the 
11 per cent drop achieved the previous year, but most of 
our operations had rates lower than the averages for the 
industry. The company continued to stress the importance 
it attaches to safe working procedures by continuing a pro- 
gram of training for all foremen in safety leadership and 
supervision, and by improved safety communication with all 
crews and Plant Safety Committees. 


The company further expanded its series of 5-day seminars 
in management and supervision training and development, 
and engaged an experienced training officer to specialize in 
developing the skills of sales personnel. In all, 20 training 
seminars were conducted during the year, involving more 
than 270 participants. The number of seminars and partici- 
pants will be increased In 1974. 


GOVERNMENT RELATIONS 


Over the years private enterprise has developed a sound 
forest industry in B.C., despite the fact that it continues to 
be more heavily taxed than any other forest industry in the 
Western world. 


We recognize that the company must contribute sub- 
stantially to the economic support of all levels of govern- 
ment, but at the same time it must have an adequate return 
on investment simply to maintain and improve its existing 
facilities, let alone expand them. 


We are hopeful that the three-man task force, recently 
appointed by the B.C. government to investigate the policies, 
legislation, procedures and practices governing timber in the 
province, will consider the evidence that unrealistic logging 


cost burdens and ecological restrictions, if continued, will 
seriously restrict any expansion in logging on the coast and 
will undermine one of the principal economic supports of 
the province. 

Stumpage fees paid to the B.C. Forest Service alone in 1973 
exceeded net income by almost $3,500,000. 


OUTLOOK FOR 1974 


LUMBER: The strong price trend evident in late 1973 has 
now moderated considerably in response to lower demand 
particularly in the United States market as housing starts 
continue to decline from previous record levels. The rate of 
demand for our products in the major export markets during 
the second half of the year will definitely fall below that of 
the first half. Higher transportation costs, coupled with in- 
creased competition, are expected to result in lower returns. 
It is possible that the U.S. demand will show some degree 
of improvement later in the year, but this will depend on the 
strength of the economy and on the degree of government 
support for housing and the availability of mortgage funds. 


PLYWOOD: Canadian demand for panel products has re- 
mained strong in the first quarter of 1974, reflecting current 
housing and construction activity. Demand from the United 
Kingdom and Continental Europe has fallen off sharply and 
it can be expected that this volume, plus lower priced im- 
ports of softwood plywood from the United States, will 
create significant price pressures on current Canadian levels, 
particularly in the second half of the year. 


It appears that the Canadian economy and the general 
level of construction activity will be less buoyant than in 
1973. Housing starts are forecast to decline about 10 per 
cent. We expect that our building materials business will 
be reasonably good but will reflect reductions in commodity 
product prices. 


BLEACHED KRAFT PULP: The current strong demand for 
pulp and paper products in the European Common Market 
and in North America is expected to be sustained through- 
out the balance of the year, given no further major economic 
or energy disturbances. Our surveys of other offshore areas 
indicate a similar trend. The market in Japan, however, is 
showing signs of softening, with some inventory build up 
and the possibility of price controls. 


We believe that the company, in an atmosphere of good 
labor relations and a reasonable industry contract settlement 
in B.C. this summer, will be able to maintain its safes volume 
at a satisfactory level in 1974. But the only way we can 
expect to maintain an adequate level of earnings is to con- 
tinue to keep operating costs in proper relationship to the 
prices that can be obtained for our products. 

The outstanding performance of Weldwood people in all 
sectors of our operations contributed greatly to making 1973 
the most notable year in the company’s history. The Board 
of Directors, in recognizing and expressing their appreciation 
to them, are confident that the same conscientous teamwork 
will help make 1974 another successful year for Weldwood. 


1 lant 


GORDON BOWELL 


President and Chief Executive Officer. 
On Behalf of the Board of Directors. 


DISTRIBUTION OF SALES DOLLAR 


YEAR ENDED DECEMBER 31, 1973 


Plywood—softwood 


—hardwood 


Veneer 


Lumber—softwood 


—hardwood 


Logs 


Other Products 


Pulp 
TOTAL 
%—1973 


%—1972 


NET SALES IN MILLIONS OF DOLLARS 


1965 


1966 


1967 


1968 


1969 


1970 


WA 


IN THOUSANDS: 


Domestic 


74,310 


30,425 


104,735 


31,051 


436 


181,945 


1972 . 1973 


MESS 


302 


OF DOLLARS © 

Overseas _ Total 
14,938 89,550 
3698 34,970 
18,631 124,520 
rz Ais 
25,150 69,124 
To _4,928 
25,020 74,082 
Be: 16,095 
pac 31,051 
5,302 16,612 
49,853 265,974 
fe 
11.0 100.0 


NET INCOME IN MILLIONS OF DOLLARS 


1965 


1966 


1967 


1968 


1969 


1970 


1971 


1972 


1973 


~ 
~ 


The flakeboard plant, now nearing completion at Longlac, Ont., and our neighboring plywood plant will form a wood-converting com- 
plex utilizing 100 per cent of the Aspen logs harvested in the area, where the species has never been fully utilized for lack of an 
economic end-use. The flakeboard plant with a floor area of 96,000 square feet will have an initial annual productive capacity of 84 
million square feet and be slightly larger than the plywood mill. 


|WELDODWOOD 


OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED INCOME 
YEARS ENDED DECEMBER 31 1973 1972 
REVENUE 
Net sales $265,374,000 $188,026,000 
Interest income 309,000 137,000 
Gain on disposal of fixed assets 333,000 441,000 
Other income 740,000 242,000 
266,756,000 188,846,000 
COSTS AND EXPENSES 
Cost of sales 207,120,000 148,385,000 
Selling, shipping and warehouse 10,982,000 9,170,000 
General and administrative 11,157,000 9,746,000 
Depreciation, depletion and amortization (Note 1) 8,031,000 6,150,000 
Interest on long-term debt 3,939,000 987,000 
Other interest 489,000 178,000 
241,718,000 174,616,000 
INCOME BEFORE INCOME TAXES 25,038,000 14,230,000 
PROVISION FOR INCOME TAXES (Note 1) 11,892,000 6,759,000 
NET INCOME $ 13,146,000 $ 7,471,000 
INCOME PER COMMON AND ORDINARY SHARE (Note 10) $2.58 $1.41 
CONSOLIDATED RETAINED EARNINGS 
YEARS ENDED DECEMBER 31 1973 1972 
BALANCE AT BEGINNING OF YEAR $ 13,886,000 $ 9,464,000 
NET INCOME 13,146,000 7,471,000 
27,032,000 16,935,000 
DEDUCT DIVIDENDS PAID OR ACCRUED: 
Preference Shares 619,000 619,000 
Common Shares 640,000 640,000 
Ordinary Shares 1,790,000 1,790,000 
3,049,000 3,049,000 
BALANCE AT END OF YEAR (Note 9) $ 23,983,000 $ 13,886,000 


The accompanying notes are an integral part of these financial statements. 


9 


WELDWOOD 


OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


ASSETS 


DECEMBER 31 
CURRENT: 
Short term deposits 
Accounts receivable (Note 6) 
Accounts receivable from affiliate 
Inventories (Notes 2 and 6) 


Prepaid expenses 


INVESTMENTS AND DEFERRED COSTS (Note 3) 


INVESTMENT IN CARIBOO PULP & PAPER COMPANY (Note 4) 


TIMBER HOLDINGS AND LOGGING DEVELOPMENT (Notes 1 and 5) 
Timber holdings 


Logging development 


PLANT, PROPERTY AND EQUIPMENT (Notes 1 and 5) 


Less accumulated depreciation 


10 


1973 


$ 2,112,000 


31,382,000 
175,000 
41,436,000 


868,000 


75,973,000 
2,189,000 


43,986,000 


8,812,000 


8,561,000 


17,373,000 


82,535,000 


42,178,000 
40,357,000 


$179,878,000 


$ 


CONSOLIDATE 


1972 


146,000 
20,670,000 
92,000 
33,544,000 


558,000 


55,010,000 


2,351,000 


44,143,000 


10,014,000 


7,398,000 


17,412,000 


71,550,000 


39,413,000 


32,137,000 


$151,053,000 


LANCE SHEET 


LIABILITIES 
DECEMBER 31 1973 
CURRENT: 
Bank loans, secured (Note 6) $ 6,304,000 
Accounts payable 11,349,000 
Accrued liabilities 6,524,000 
Income taxes payable 3,758,000 
Current instalments of long-term debt (Note 7) 1,788,000 
29,723,000 
LONG-TERM DEBT (Note 7) 46,290,000 
INCOME TAXES PROVIDED BUT NOT 
CURRENTLY PAYABLE (Note 1) 7 20,400,000 
SHAREHOLDERS’ EQUITY: 
Share capital (Note 8) 54,838,000 
Contributed surplus—no change 4,644,000 
Retained earnings (Note 9) 23,983,000 
83,465,000 
On behalf of the Board: 
E. ROGER MONTGOMERY, Director 
GORDON BOWELL, Director 


$179,878,000 


The accompanying notes are an integral part of these financial statements. 
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1972 


$ 7,380,000 
7,889,000 
5,337,000 
1,699,000 
1,152,000 


23,457,000 
40,761,000 


13,500,000 


54,805,000 


4,644,000 


13,886,000 


73,335,000 


$151,053,000 


WELDWOOD 


OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED SOURCE AND USE OF FUNDS 


YEARS ENDED DECEMBER 31 1973 


SOURCE OF FUNDS: 


Funds provided from operations: 


Net income $13,146,000 
Depreciation, depletion and amortization 8,031,000 
Increase in income taxes provided but not currently payable 6,900,000 
28,077,000 

Increase in long-term debt 7,500,000 
Sales and retirements of fixed assets 459,000 
Common Shares (Note 8) 33,000 
36,069,000 


USE OF FUNDS: 


Plant, property and equipment 12,342,000 
Timber holdings and logging development 4,274,000 
Investment in Cariboo Pulp & Paper Company (157,000) 
Decrease in long-term debt 1,971,000 
Dividends 3,049,000 
Other (107,000) 
21,372,000 

INCREASE (DECREASE) IN WORKING CAPITAL 14,697,000 
WORKING CAPITAL, BEGINNING OF YEAR 31,553,000 
WORKING CAPITAL, END OF YEAR $46,250,000 


The accompanying notes are an integral part of these financial statements. 
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1972 


$ 7,471,000 
6,150,000 
5,000,000 

18,621,000 


1,155,000 


19,776,000 


4,729,000 
2,543,000 
23,229,000 
1,146,000 
3,049,000 
461,000 
35,157,000 
(15,381,000) 

46,934,000 


$31,553,000 


NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS, DECEMBER 31, 1973 


Note 1. Accounting Policies 


The following significant accounting policies are followed by 
the Company and used in the preparation of financial state- 
ments in this report. 


A. PRINCIPLES OF CONSOLIDATION 

The Company follows the practice of consolidating all 
wholly-owned subsidiaries. Investments in and advances to 
50% owned companies (all of which are inactive) are recorded 
at cost, adjusted for changes in their retained earnings since 
acquisition. Cariboo Pulp & Paper Company is not consoli- 
dated as it is a joint venture. 

The unamortized excess of the purchase price of all the 
Common Shares of the wholly-owned subsidiary companies 
over the book value of net assets, amounting to $6,259,000 
has been included on consolidation in timber holdings 
($5,165,000) and plant, property and equipment ($1,094,000). 
During 1973, $371,000 of the excess was amortized and 
charged to income. The appraised value of timber holdings 
and plant, property and equipment is in excess of the carrying 
value. 


B. DEPRECIATION, DEPLETION AND AMORTIZATION 
Depreciation is provided on a straight line basis at rates 


calculated to spread the original cost of fixed assets over 
their estimated useful lives. 

Depletion of the cost of acquiring timber is based on pro- 
duction at rates calculated to amortize these costs over the 
volume of timber which is currently available within the terms 
of the various timber licencing arrangements. In 1973 de- 
pletion amounted to $889,000. (1972—$722,000). 

Amortization of logging roads is provided to write off the 
cost of construction rateably over the timber taken out over 
such roads. In 1973 amortization amounted to $3,104,000. 
(1972—$1,601,000). 

The cost of obtaining long-term financing is deferred and 
amortized over the term of the financing. 


C. INCOME TAXES 

The provision for income taxes for the year is calculated 
on the basis of current tax rates under existing tax laws. The 
portion not currently payable is primarily a result of timing 
differences arising from the inclusion in the accounts of 
depreciation and amortization at different rates from those 
claimed for tax purposes and is shown as Income Taxes 
Provided But Not Currently Payable. 


D. CARIBOO PULP & PAPER COMPANY 
Cariboo Pulp & Paper Company is a joint venture formed 
by Weldwood of Canada Limited and Daishowa-Marubeni In- 
ternational Ltd. to operate a pulp mill at Quesnel, B.C. The 
principals have equal interests and each principal disposes 
of 50% of the mill’s production. 


As agreed by the principals, no depreciation and amortiza- 
tion is provided for on the books of Cariboo Pulp & Paper 
Company. Weldwood of Canada Limited records an allowance 
in lieu of depreciation and amortization which is designed to 
write off Weldwood’s interest in the fixed assets over the 
estimated useful life of the pulp mill, and deferred pre-pro- 
duction expenses over a five year period ending in 1978. This 
allowance amounted to $2,378,000 in 1973. (1972—$192,000). 

Deferred costs incurred in connection with Weldwood’s in- 
vestment in the pulp mill are amortized as follows: deferred 
interest costs are being amortized over the estimated useful 


life of the pulp mill; other deferred costs, including start-up 
losses, are being amortized on the basis of production over 
a five year period ending in 1978. Amortization of these costs 
amounted to $308,000 in 1973. (1972—$14,000). 


The cost of pulp purchased by Weldwood is charged to 
cost of sales and includes the above depreciation and 
amortization and all costs of operating the pulp mill including 
administration expenses. 


Note 2. Inventories 


Inventories are stated at the lower of cost or net realizable value: 


1973 1972 
Logs $14,021,000 $ 8,229,000 
Lumber 5,259,000 2,919,000 
Veneer 2,589,000 1,594,000 
Plywood 14,564,000 17,405,000 
Other 5,003,000 3,397,000 


$41,436,000 $33,544,000 


Note 3. Investments and Deferred Costs 


1973 1972 

Timber deposits $ 410,000 $ 401,000 
Long-term receivables 581,000 674,000 
Investment in 50% owned companies 

not including Cariboo Pulp & Paper 

Company, a joint venture (Note 1) 220,000 230,000 
Financing expenses, less accumulated 

amortization of $336,000 

(1972—$284,000) 716,000 768,000 
Other investments 262,000 278,000 


$ 2,189,000 $ 2,351,000 


Note 4. Investment in Cariboo Pulp & Paper Company 


The Company’s investment in Cariboo Pulp & Paper Company (a 
joint venture in which this company and Daishowa-Marubeni 
International Ltd. have equal interests) comprises: 


1973 1972 


Cash advances for construction and 
working capital, less cost of pulp 
received and $2,570,000 (1972— 
$192,000) accumulated 
depreciation and amortization of 
pre-production expenses 

Interest deferred during construction, 
less accumulated amortization of 


$39,769,000 $39,865,000 


$182,000 (1972—$14,000) 3,180,000 3,348,000 
Other deferred costs (including start-up 

losses of $430,000) less amortization 

of $140,000 (1972—Nil) 1,037,000 930,000 


$43,986,000 $44,143,000 


Refer to Note 1 for information regarding the accounting treat- 
ment of this investment. 


Note 5. Fixed Assets 
A. TIMBER HOLDINGS AND LOGGING DEVELOPMENT 


1973 1972 
Timber Holdings—Cost $21,655,000 $21,968,000 
—Depletion 12,843,000 11,954,000 


$ 8,812,000 $10,014,000 
$21,902,000 $17,635,000 

13,341,000 10,237,000 
$ 8,561,000 $ 7,398,000 - 


Logging Development—Cost 
—Amortization 


B. PLANT, PROPERTY AND EQUIPMENT 


1973 1972 
Accumulated 

Cost Depreciation Net Net 
Land $ 4,108,000 $ == $ 4,108,000 $ 4,137,000 
Buildings 19,295,000 9,098,000 10,197,000 9,718,000 
Leasehold 
improvements 1,068,000 662,000 406,000 426,000 
Machinery & 
equipment 37,943,000 25,319,000 12,624,000 11,981,000 
Logging 
equipment 11,493,000 7,099,000 4,394,000 4,529,000 
Construction 
in progress 8,628,000 — 8,628,000 1,346,000 


$82,535,000 $42,178,000 $40,357,000 $32,137,000 


Note 6. Bank Loans, Secured 


Current bank indebtedness is secured by a floating charge under 
Section 88, Bank Act, on the Company’s inventories and re- 
ceivables. 


Note 7. Long-Term Debt 


Long-Term Debt Comprises: 


1973 1972 
6% % First Mortgage and 
Collateral Trust Bonds, Series B, 
due September 30, 1984 $10,280,000 $11,160,000 


934% First Mortgage and 
Collateral Trust Bonds, Series C, 
due September 30, 1991 

Five year term loan, due August 31, 
1978, interest at 34 percent above 
the bank prime lending rate, 


30,000,000 30,000,000 


unsecured 7,500,000 — 
Other liabilities, partly secured 298,000 753,000 
$48,078,000 $41,913,000 
Less current instalments 1,788,000 1,152,000 


$46,290,000 $40,761,000 


Instalments on long-term debt payable each year for the next five 
years are: 


1974 $1,788,000 
1975 $2,530,000 
1976 $4,780,000 


1977 $4,780,000 
1978 $5,530,000 


The Series C bonds are secured equally and rateably with the 
Series B bonds. Under the terms of the Trust Deed securing 
these bonds: 


1. The Company pledged all of its tangible and intangible assets 
by way of fixed or floating charges securing the bonds. 


2. The Company is prohibited from paying dividends (except stock 
dividends) or making any other distribution on any class of its 
shares except to the extent of the consolidated net earnings 
(defined in the Trust Deed) of the Company for the period 
commencing January 1, 1971 plus $8,000,000 and provided 
that such dividends shall not have the effect of reducing 
consolidated working capital or consolidated tangible net 
worth (defined in the Trust Deed) below certain specified 
levels. Dividends may not be paid in 1974 if consolidated 
tangible net worth (which excludes the Company’s investment 
in Cariboo Pulp & Paper Company) is reduced below 
$42,000,000 nor if consolidated working capital is reduced 
below $25,000,000. At December 31, 1973 consolidated tang- 
ible net worth was $59,879,000, the consolidated working 
capital was $46,250,000 and the maximum dividends permitted 
by the Trust Deed were $15,764,000. 
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Note 8. Share Capital 


A. AUTHORIZED AND OUTSTANDING 
Outstanding Share Capital 


Number 
of Shares 


Amount 


5% % Cumulative Redeemable 
Preference Shares, Series A with 
a par value of $20 each; 
authorized 275,000 shares 
Series B Preference Shares with a 
par value of $20 each; 
authorized 225,000 shares 
52% Cumulative Redeemable 
Second Preference Shares with 
a par value of $100 each; 
authorized 245,000 shares 
$1.50 Cumulative Redeemable 
Convertible Preference Shares 
without nominal or par value; 


275,000 $ 5,500,000 


authorized 220,000 shares 220,000 3,300,000 
Common Shares without nominal 
or par value; authorized 
2,000,000 shares 1,280,000 13,800,000 
Ordinary Shares without nominal 
or par value; authorized 
4,000,000 shares 3,580,291 32,205,000 
Outstanding at December 31, 1972 $54,805,000 
Changes in 1973: 
Common shares issued to 
officers and employees under 
options granted July 13, 1970 2,991 33,000 
Outstanding at December 31, 1973 $54,838,000 


B. SPECIAL PROVISIONS OF PREFERENCE SHARES 


(i) 5% % Cumulative Redeemable Preference Shares, Series A 
(See Note 9): 
The redemption price is $20 per share plus unpaid dividends 
accumulated to the date of redemption plus a premium 
on the sum of $20 as follows: 
4.25% if redeemed on or before March 15, 1976 
3.25% if redeemed on or before March 15, 1981 
2.25% if redeemed on or before March 15, 1986 
1.25% if redeemed thereafter. 


52% Cumulative Redeemable Second Preference Shares: 
The redemption price is $100 per share plus unpaid divi- 
dends accumulated to the date of redemption. 

$1.50 Cumulative Redeemable Convertible Preference Shares: 
Any holder can at his option at any time convert these 
shares on the basis of one Common Share for one Redeem- 
able Convertible Preference Share. 

The redemption price after June 15, 1980 is $25.00 per 
share plus unpaid dividends accumulated to the date of 
redemption. The Company may redeem these shares at any 
time after June 15, 1975 for $25.00 per share plus unpaid 
dividends if the Common Shares of the Company maintain 
a level of at least $30.00 for a minimum of 90 consecutive 
days between June 15, 1975 and June 15, 1980 on the 
Vancouver or Toronto Stock Exchanges. 


(ii 


— 


(iii) 


C. OPTIONS TO PURCHASE COMMON SHARES 
Under the Company’s Stock Option Plan, options for Common 
Shares may be granted to officers and employees provided 
that the number of shares under option does not exceed 
70,000. 


Options are granted for 10 years and are exercisable on 
dates fixed by the Board at share prices equal to 90% of the 
average sales price of shares traded in board lots on either 
the Toronto or Vancouver Stock Exchanges on the first 
business day preceding the date on which the options are 
granted. 


As at December 31, 1973 options were outstanding on a total 
of 63,525 shares as follows: 


: : No. of Shares Option ment of certain sums. $1,487,000 U.S. represents the present 
Expiry Date Optionees Optioned Price value of the total consideration to be paid (computed at 9% 
July 13, 1980 Senior Officers 7,000 $11.03 rate) for annual rentals during the intervening period and to 
July 13, 1980 Other Employees 27,675 $11.03 repurchase all the properties on December 31, 1987. 

April 19, 1981 Senior Officers 4,500 $14.82 
March 14, 1983 Senior Officers 6,500 $15.44 B. The Company has outstanding commitments for capital ex- 
March 14, 1983 Other Employees 17,850 $15.44 sell totalling approximately $2,000,000 at December 31, 
63,525 : 

C. The Company leases office space under an agreement term- 
inating March, 1990, at an annual rental of $248,000. The 
Note 9. Dividends present value of the rental payments (computed at 9% rate) 

A. Certain limitations are imposed on the payment of dividends HRS ene TMAH STs 78 Bl URS 
on any class of shares by the Trust Deed securing the Series D. The Company leases $3,596,000 of equipment under agree- 

B and Series C Bonds (see Note 7) and by the rights and ments for periods extending up to 105 months and expiring 

restrictions relating to the 275,000 5% % Cumulative Redeem- on varying dates to September 1982. The annual payments on 

able Preference Shares, Series A (see Note 8), contained in leases outstanding at December 31, 1973 amount to $676,000. 

the Articles of Association of the Company. A clause provides the Company with the right to terminate 
. Under the terms of issue of the Ordinary and Common Migaeases salary une By poe tasiia ea emont omy ve 

Shares, dividends per share paid on Ordinary Shares may lessors for a proportion of the original net cost determined 

not exceed dividends per share paid from the date of issue ey ge wpetid labs eg omen nee piano] ie bcasea: 

on Common Shares. At December 31, 1973 there were no E. Cariboo Pulp & Paper Company (‘‘Cariboo”) is a party to 


dividends in arrears on any class of shares, and Common 
and Ordinary Shareholders have received equal dividends 
per share. 


Note 10. Earnings Per Share 


For the purpose of computing earnings per share, the net 
income is adjusted for dividends paid on the 275,000 544% 
Cumulative Redeemable Preference Shares, Series A, and 
on the 220,000 Cumulative Redeemable Convertible Prefer- 
ence Shares. Earnings per share are calculated based on 
the weighted average number of Common and Ordinary 
Shares outstanding during each year. 


The dilution of earnings per Common and Ordinary Share 


binding arbitration proceedings under the Arbitration Act of 
British Columbia invoked by Cana Construction Co. Ltd., the 
principal civil structural contractor during construction of the 
pulp mill (see Note 4). The aggregate general and specific 
claims approximate $4,000,000. Cariboo has been advised by 
counsel to resist the general claims in their entirety. Cariboo 
had offered, in 1972, to settle a portion of the specific claims 
for approximately $35,000. The liability for any costs awarded 
by arbitration would be financed equally by Weldwood of 
Canada Limited and Daishowa-Marubeni International Ltd. 
and would increase the Company’s investment in Cariboo. 


Note 12. Statutory Information 


resulting from the potential conversion of Convertible Prefer- A. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
ence Shares and the exercise of options on Common Shares The aggregate remuneration paid to eight directors (of whom 
is insignificant. three were also senior officers) and 11 senior officers was 
$542,533 in 1973, compared with $505,533 for eight directors 
and 11 senior officers in 1972. 
Note 11. Commitments and Contingencies B. PENSION OBLIGATION 


A. The Company is obligated to pay an annual rental of $188,000 


U.S throughout the period ending December 31, 1987, under 
a leaseback agreement covering sixteen properties pre- 
viously owned. The Company may repurchase any or all of 
the properties prior to the expiration of the lease upon pay- 


Based on the latest actuarial valuation of the Company’s 
Pension Plans, it is estimated that at December 31, 1973, the 
Plans had no unfunded past or current service liability. 
Charges against income in the year are for current service 
and amount to $105,000. 


AUDITORS’ REPORT 


To the Shareholders of Weldwood of Canada Limited: 

We have examined the consolidated balance sheet of WELDWOOD of CANADA LIMITED (a British Columbia company) and 
subsidiaries as of December 31, 1973, and the consolidated statements of income, retained earnings and source and use of funds for 
the year then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. We have 
previously examined and reported on the consolidated financial statements for the preceding year. 

In our opinion, the accompanying consolidated balance sheet and consolidated statements of income, retained earnings and source 
and use of funds present fairly the financial position of Weldwood of Canada Limited and subsidiaries as of December 31, 1973, and 
the results of their operations and the source and use of funds for the year then ended, in conformity with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year. 

ARTHUR ANDERSEN & CO., 

Chartered Accountants. 


Vancouver, Canada 
January 14, 1974. 


15 


WELDWOOD 


OF CANADA LIMITED 


COAST MANUFACTURING: 


EMPIRE LUMBER: Hemlock sawmill at Squamish, B.C., in 
a district where company has extensive timber holdings. 


MANUFACTURING DIVISIONS FLAVELLE CEDAR: Sawmill at Port Moody, B.C., special- 


*also location of pulp mill 


izing in Western Red Cedar lumber, sidings and panellings. 


KENT AVENUE: Plywood plant in Vancouver. Produces 
graded fir and select sheathing, long lengths and cut-to- 
size plywood and fir sidings. 

TIMBERLAND LUMBER: Sawmill in North Surrey, B.C., 
producing Douglas fir lumber and timbers in lengths up to 
65 feet. 

T-PLY: Plywood plant in North Surrey, B.C. Produces 
Douglas fir plywood, cut-to-size panels and door skins. 
CARIBOO MANUFACTURING: 

Largest single employer in the Central Interior region of 
B.C. Carries out logging operations in an area of more 
than 12,800 square miles. 

CARIBOO PLYWOOD AND VENEER: Fir and spruce ply- 
wood sheathing and veneer plant at Quesnel. 

WESTREE: Spruce and fir planer and sawmill at Quesnel. 
CANIM LAKE SAWMILLS LTD.: a subsidiary with a ply- 
wood plant, planer and sawmill at 100 Mile House, as well 
as extensive timber holdings in the region. 

HARDWOOD MANUFACTURING: 

(Has extensive timber holdings in Ontario) 

ASH STREET: Specialty plywood plant in Vancouver. Pro- 
duces hardwood plywood, graded poplar plywood, wood- 
grain overlays, textured cedar sidings, Duraply overlaid 
sidings and other specialty products. 

HUNTSVILLE, ONT.: Hardwood flooring plant and sawmill. 
LONGLAC, ONT.: Poplar and spruce plywood plant. Also 
location of new flakeboard plant. 

SEARCHMONT, ONT.: Hardwood veneer mill and sawmill. 


16 


gf ff 


uv 


2 DARTMOUTH 


SHERBROOKE 


ONTREAL TIMBER 
SEARCHMO wee PLANTS 
AULT STE. MARI Numeral in plant symbol denotes 
sagas KINGSTON number of plants at one location 

2 TORONTO 

J HAMILTON 
BRANCHES 


LONDON 
WINDSOR 
ae a HEAD OFFICE: WELDWOOD 
Branches: OF CANADA SALES LIMITED 


Vancouver, Calgary, Edmonton, Regina, Saskatoon, 
Yorkton, Winnipeg 


CENTRAL DIVISION HEAD OFFICE: 
Toronto 

Branches: 
Thunder Bay, Sault Ste Marie, Sudbury, North Bay, 
Kirkland Lake, Windsor, London, Hamilton, Toronto, 
Orillia, Kingston. 


EASTERN DIVISION HEAD OFFICE: 
Montreal 

Branches: 
Ottawa, Montreal, Sherbrooke, Trois-Riviéres, 
Quebec, Saint John, Dartmouth, St. John’s 


Lumber Products 


The company produces softwood lumber on the West 
Coast and Interior of B.C. and hardwood lumber and floor- 
ing in Ontario. All rail and truck shipments of lumber from 
B.C. to the domestic and American market are handled by 
our Western lumber sales department in Vancouver, which 
also coordinates overseas shipments through Seaboard 
Lumber Sales Co. Ltd. The marketing of our hardwood 
lumber and flooring is handled through our offices in 
Huntsville, Ont. 
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During a 


National Branch Managers Conference held in Vancouver early in 1973, the entire group toured our Ash Street specialty 


plywood plant, the first in North America to install equipment to roll laminate woodgrain overlays on to plywood. In the photo, five 
of the managers watch a cedar woodgrain overlaid panel moving along the highly-automated assembly line. 


PRODUCTS 


Weldwood is one of Canada’s largest distributors of building 
materials. In addition to products from its own mills, the company 
distributes a wide variety of allied products obtained from other 
domestic and world-wide manufacturers. 


ADHESIVES: A broad range for the industrial market, boat- 
builders and the Do-it-Yourself trade, including the new line of 
Home Safe Menders which are non-flammable and non-toxic. 


DOORS: Exterior, interior and closet doors in a wide range of 
styles, wood species and metal for residential, commercial and 
institutional use. Also architectural, acoustical and fire doors, 
as well as metal bifolds. 


FINISHES AND ACCESSORIES: Include Weldwood Ranchtone 
Stains for indoor and outdoor use; Panel Award for cleaning and 
maintaining paneling; colored nails; and Blend Sticks for con- 
cealing nail holes. Edge Tape and Ply-Clips are other items in 
this rapidly expanding line. 


FLAKEBOARD: A new, weatherproof panel used for a wide range 
of exterior and interior applications. 


FLEXWOOD: Genuine exotic wood veneers with fabric backing. 
Bonded to walls or fixtures, Flexwood gives an architecturally 
matched grain pattern and meets the strictest fire regulations. 
Provides luxurious interiors for offices, commercial and _ insti- 
tutional buildings where a unique, high-quality finish is desired. 


FORMICA: This top-quality plastic laminate is in increasing 
demand for commercial and home use, due to its ease of main- 
tenance and wide choice of colors, patterns and woodgrains. 


GLASWELD: Permanently colored asbestos panels manufactured 
in Belgium by a unique process. Widely used for schools and 
other buildings where an attractive durable surface requiring a 
minimum of maintenance is needed. 


HARDWOOD PLYWOOD: Weldwood is the manufacturer of the 


widest range of the most popular species of hardwood plywood 
in Canada. Used mainly in furniture and fixtures. 


KWIK-SET LOCKSETS: These, the largest-selling residential 
locksets in the United States, are now also being manufactured 
in Canada. Weldwood is presently selling them to building ma- 


terials dealers in Ontario, and plans to extend this initial success 
into all areas of the country. 
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LUMBER: Includes Western red cedar, fir, hemlock, spruce, 
Eastern birch and maple in a wide range of specifications. 
MOULDINGS AND TRIM: Available in several species of natural 
or prefinished wood; two types of plastic and metal; all designed 
for the requirements of the home handyman, professional car- 
penter or applicator. 

NORD PRODUCTS: Weldwood is the exclusive distributor of this 
unique and widely accepted line of wood spindles, columns and 
doors. 

PREFINISHED PLYWOOD: The company markets the broadest 
range of domestically-produced and imported paneling in Can- 
ada. Panels are designed to suit all markets, from the economy 
rumpus room to the most luxurious board room. 

SIDINGS: The selection of lumber and plywood sidings pro- 
duced in our mills is the most comprehensive in Canada. In 
addition, the company distributes quality sidings from other 
manufacturers, including vinyl-covered, hardboard and other 
materials. 

SOFTWOOD PLYWOOD: Manufactured from fir, hemlock, and 
spruce in all grades and thicknesses, and conforming to C.S.A. 
standards. 

ZONOLITE: A pouring insulation made from vermiculite, and 
mainly used for attic and block fill. 


OTHER PRODUCTS INCLUDE: 

CARPETS: The internationally-known quality line of Trend Car- 
peting in the medium and higher price range is being success- 
fully marketed in British Columbia. 

GARAGE DOORS: Both metal and wood overhead doors. 
PARTICLEBOARD from several U.S. and Canadian plants. 
AROMATIC CEDAR for closet lining. 

INTERDECO BRICK: A brick veneer easily installed and widely 
used by the Do-it-Yourself handyman. 

SOFTBOARD 

CEILING TILES 

HARDBOARD, domestic and imported. 

New products are continually added, if they complement our 
marketing objectives and meet the strict quality standards that 


the company demands from all the building materials it dis- 
tributes. 
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WELDWOOD 


OF CANADA LIMITED 
P.O. Box 2179, Vancouver 3, B.C. 


INTERIM REPORT 


For the Six Months ended June 30, 1973 


TO OUR SHAREHOLDERS 


Net sales for the six months ended June 30 were $129,656,000 
or 42 per cent higher than the $91,346,000 in the same period 
last year. Net income reached $8,336,000, equal after prefer- 
ence share dividends to $1.65 per common and ordinary share. 
This compares with $3,576,000 or 67 cents a share in the first 
half of 1972. 

Sales in the second quarter reached $69,959,000 compared 
with $50,214,000 in the same period last year. Second quarter 
income amounted to $4,832,000 or 96 cents per common and 
ordinary share. This compares with $2,273,000 or 43 cents a 
year ago. 

Our improved level of earnings is attributable in large 
measure to the high prices received for lumber and plywood 
during the first six months of 1973. Shareholders are cautioned 
against expecting a continuation of this improved rate of earn- 
ings in the second half of the year. 

The corporate tax reductions recently approved by Parlia- 
ment will not appreciably change the company’s tax rate in 
1973. The new reduction in Federal rates will be largely offset 
by increased provincial income taxes and cancellation of a 
Federal 1972 reduction in surtax. 

The strong demand for building materials that prevailed for 
the past year continued through most of the second quarter of 
1973 but began to slacken in June. 

Lumber and plywood prices in the North American market 
have declined significantly in the last two months, in response 
to supply being in excess of a reduced demand. Offsetting this 
trend, however, both demand and prices in overseas markets 
are holding up Well. 

We have incurred higher shipping costs and have lost profits 
because of the continuing box car shortage in the Central 
Interior Region of B.C. We are absorbing the high cost of 
trucking lumber to points on the CPR and CNR for trans- 
shipment to the U.S. market. We are vigorously tackling this 
problem through discussions with the B.C. Government and 
with all the railroads concerned. 

We have made representations to the B.C. Government that 
the new Coastal logging guidelines to protect the environment 
are too costly for the benefits received. The Coastal industry 
cannot afford both higher stumpages, as proposed, and un- 
realistic increases in the cost of protecting the environment. 

There are strong indications that housing starts in the United 
States and in Canada will decline about 5% in the next 6 
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WELDWOOD OF CANADA LIMITED 


AND SUBSIDIARY COMPANIES 
INCOME 
Sales 


Costs: 
Cost of Sales 


Operating Expense 
Interest Expense—Current 


—Long Term 


Other Income: 
Gain (Loss) on Disposal of Fixed Assets 


Interest Income 
Other 


Income Before Income Taxes 
Provision for Income Taxes 
Net Income 

Dividends on Preference Shares 


Net Earnings 


Earnings per Common and Ordinary Shares (See Note 1) 


Shares Outstanding: 
Common 
Ordinary 


Preference—5'% Series A 


—Convertible 
SOURCE AND USE OF FUNDS 
Source of Funds: 
Funds Provided from Operations: 
Net Income 
Depreciation, Depletion and Amortization 
Increase in Deferred Income Taxes 


| 
Sale and Retirement of Fixed Assets 


Use of Bande: é 


Plant, Property and Equipment 
Timber Holdings and Logging Development 


Investment in Cariboo Pulp & Paper Company 


Reduction in Long Term Debt (net) 
Dividends 
Other 


Increase (Decrease) in Working Capital 


Condensed 
and Source and Use of Funds Unaudited) 


Three Months Ended 


June 30/73 


$69,959,000 


54,286,000 
5,628,000 
159,000 
921,000 


60,994,000 


8,965,000 
17,000 
94,000 

128,000 


239,000 
9,204,000 
4,372,000 


4,832,000 


155,000 


$_ 4,677,000 
$ 96 


1,280,000 
3,580,291 
275,000 
220,000 


June 30/72 
$50,214,000 


40,846,000 
5,002,000 
23,000 
143,000 


46,014,000 


4,200,000 
(4,000) 
48,000 
74,000 


118,000 


4,318,000 
2,045,000 


2,273,000 


155,000 


$ 2,118,000 
$ 43 


1,280,000 
3,580,291 
275,000 
220,000 


Consolidated Statement of Income — 


June 30/73 
$129,656, 000 


101,341,000 
11,091,000 
258,000 
1,839,000 
114,529,000 
15,127,000 
213,000 
135,000 
404,000 
752,000 
15,879,000 
7,543,000 
8,336,000 
309,000 

$ 8,027,000 
errs 


1,280,000 
3,580,291 
275,000 
220,000 


8 336,000 


Six Months Ended ie 


ee 


o/s 


75,043,000 
9,599,000 


aa 


6,28 000 


527,000 
6,811,000 
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